Initiating and Planning Systems 

Development Projects 



Initiating and Planning System Development Projects 




Deliverables and Outcomes 

- Baseline Project Plan (BPP) 

• Scope 

• Benef ts 

• Costs 

• Risks 

• Resources 

- Statement of Work (SOW) see fig. 5.2 

• Describes deliverables 

• Outlines work needed to be performed 



Assessing Project Feasibility 



• Six Categories 

- Economic 

- Technical 

- Operational 

- Schedule 

- Legal and contractual 

- Political 



1- Assessing Economic Feasibility 



We perform a Cost - Benefit Analysis 




Determine Benefits (two types) 

A)Tangible Benefits 

• Can be measured easily in money 

• Examples 

- Cost reduction and avoidance (better inventory 
management) 

- Error reduction (10% time correcting data entry error) 

- Increased flex b lity (time to manually organize data) 

- Increased speed of activity 

- Improved management planning and control (analysis of 
data available in the system) 

- Opening new markets and ncreasing sales opportunities 



Example of Tangible Benefits Worksheet 




A. Cost reduction or avoidance 

B. Error Reduction 

C. Increased Flexibility 

D. Increased speed of activity 

E. Improvement in management 



4.500 

2.500 

7.500 

10.500 
25,000 



planning & Control 



TOTAL 



50,000 




Assessing Economic Feasibility 




- B) Intangible Benefits 

• Cannot be measured easily on money 

• Examples 

- Increased employee morale/confidence 

- Competitive necessity 

- More timely information 

- Encouragement of organizational learning and 
understanding 

Determine Costs (two types) 

- A) Tangible Costs 

• Can easily be measured on money 

- Example: (next page) 



Examples of Tangible costs 




Procurement (acquisition) 

Consulting costs 
Equipment purchase 
Equipment installation 
Site preparation 
Management & staff time 

Project-related 
Application S/W 
Software modifications 
Personnel for in-house development 
Training 

Collecting & analyzing data 
Operating 

System maintenance 

Rental of space & Equipment 

Management, operation, and planning personnel 



Start-up 

*0/S 

* Communication equipment 
*Start-up personnel 



Assessing Economic Feasibility 




B) Intangible Costs 

• Cannot be easily measured in money 

• Examples: 

- Loss of customer kindness/care 

- Loss of employee confidence 



Assessing Economic Feasibility 




The previous costs can be divided into two types 
1) One-Time Costs 

• Associated with project startup, initiation and 
development 

• Examples: 

- System Development 

- New hardware and software purchases 

- User training 

- Site preparation 

- Data or system conversion 



Example of One-Time Cost Worksheet 



A. 


Development Costs 


20,000 


B. 


New Hardware 


15,000 


C. 


New (purchased) software 


5,000 


D. 


User Training 


2,500 


TOTAL 


$42,000 




% 



Assessing Economic Feasibility 




2) Recurring Costs 

• Associated with ongoing use of the system 

• Examples: 

- Appl cation software ma ntenance 

- Incremental data storage expense 

- New software and hardware releases 

- Consumable supplies (paper,...) 

- Incremental communications 



Assessing Economic Feasibility 



Time value of money (TVM) 

• The process of comparing present cash outlays to future 
expected returns 

All costs & benefits must be viewed in relation to their 
present value PV 



PV n = Y*1 /(1+i) n 



Assessing Economic 

Feasibility 




Y1 

1,500 

PV 1,363.65 
NPV 1,363.65 



Y2 Y3 

1 ,500 1 ,500 

1,239.60 1,126.95 

2,603.25 3,730.20 3730 



• Overall NPV = NPV of benefit- NPV of cost 

• Overall ROI = overall NPV / NPV of all costs 



5.ir 



Commonly used Economic cost-benefit analysis 

techniques 



• There are many techniques used to analyze the cost- 
benefit information: 

1- Net Present Value (NPV) uses a discount rate to 
establish the present value of a project 

2- Return of Investment (ROI) ratio of the net cash receipts 
of the project divided by the cash outlays . 

3- Break-Even Analysis (BEA) finds the amount of time 
required for the cumulative cash flow from a project to 
equal its initial investment 



5M 



Example of the economic 
feasibility analysis 



Consider the following data that describes the 
costs and benefits of a certain information 
system. 

Use these data to find whether or not the system 
is profitable, the breakeven point, the ROI. 



TAN GIBLE IBENEF ITS WORKSHEET 
Customer Tracking System Project 

Year 


1 through 5 


A, Cost re d i.-tCl i r;fi or 


S 4,500 


IB. Enur reduction 


2,500 


O. Increased He?ib<lily 


7,500 


D Irttfn-eafvftd apeed activity 


10.500 


E Improvement in manageme-rri 


I 


plannng or control 


£5.000 




0 


TOTAL tangible benePts 


SSO.QOQ 



ONE-TIME COSTS WORKSHEET 

Customer Tracking System Project 


Year 0 


A. Ocvckjpmcnt 


£20.000 


IB. New Hardware 


15,000 


O. New 'Jpjrchgsud) software, if ary 

1. Packaged applications softwai^e 

2. Olhnr 


5.000 

0 


D. User Iraining 


2,500 


E Sde pnc,*par.:itKjn 


0 


F. Olhor 


0 


TOTAL one-li me cost 


$43,500 



RECURRING COST-5 WORKSHEET 


CustomtT Tracking Sy^lum Pro|*0t 


Y^r 1 Ihry^gh 5 


A. Application software maintenance 


$25,000 


B. Ircremenlsldsla storage required: 20 ME x £50. 
faslimalud reisi/ME) * $50) 


1,000 


C, Ing^mcnliil wmmijnitallions <linr^, mrasigos. , , .) 
0 . Nt'w suftwarv w hardware Iwse* 


2,000 

0 


E, Supplies 

F, Other 


500 

0 


TOTAL rpcUhrlny c»t» 


$28,500 
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Pine V-nlley Furniture 
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Economic Feasibility Analysis 
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Customer Tracking System Project 
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Year 0 


Year 1 


Year 2 


Year 3 


Year 4 


Year 5 






Benefits 


0 


50,000 


50,000 


50,000 


50,000 


50,000 






PV of Benefits 


0 


44,643 


39,860 


35,589 


31,776 


28,371 






NPV of Benefits 


0 


44,643 


84,503 


120,092 


151,867 


180,239 


180,239 
























One- time cost 


42,500 


0 


0 


0 


0 


0 






Recurring cost 


0 


28,500 


28,500 


28,500 


28,500 


28,500 






PV of recurring cost 


0 


25,446 


22,720 


20,286 


18,112 


16,172 






NPV of all costs 


42,500 


67,946 


90,666 


110,952 


129,064 


145,236 


145,236 






















Overall NPV 














35,003 




ROI 














0.24 






















Break-even analysis 
















Yearly NPV cash 
flow 


(42,500) 


19,196 


17,140 


15,303 


13,664 


12,200 






Overall NPV cash 
flow 


(42,500) 


(23,304) 


(6,164) 


9,139 


22,803 


35,003 
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2- Assessing Technical Feasibility 




It is the assessment of the development organization’s ability 
to construct a proposed system 

Project risk can be assessed based upon: 

- Project size 

- Project structure 

- Development group’s experience with the 
application 

- User group’s experience with development 
projects and the application area 




Assessing Technical 

Feasibility 

T£ U L L S-7 Project Ride As&flument Factmra 

Qisk ft actor Cxarnpies 



Pr^acl Sice 
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Organuafiord. procedural, alruc/lLraJ. cr personnel ahanyea realising 
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■ %rr I lsj ly with proposed apphcaUon area 
Farm I lsj fly with unrrj aimlar tty a Lems 



5 .YY 



Adapted Irorn A pa I eg; lie. MuFarlan, a n ■ J McKenny, 1 9=*‘Ei 



Effects of different factors on project 

implementation risk 
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Assessing Other Project Feasibility Concerns 
Operational Feasibility 

- Assessment of how a proposed system solves 
business problems or takes advantage of 

opportunities 

Schedule Feasibility 

- Assessment of time frame and project completion 
dates with respect to organization constraints for 
affecting change 



Assessing Other Project Feasibility Concerns 




Legal and Contractual Feasibility 

- Assessment of legal and contractual ramifications 
(consequences) of new system (copyright, work/employment 
laws, foreign trade regulations 

Political Feasibility 

- Assessment of key stakeholders in organization’s view toward 
proposed system 



Building the Baseline 

Project Plan 

• Objectives 

- Assures that customer and development group have 
a complete understanding of the proposed system 
and requirements 

- Provides sponsoring organization with a clear idea of 
scope, benefits and duration of project 



Building the Baseline 

Project Plan 



• Four Sections 

- Introduction 

- System Description 

- Feasibility Assessment 

- Management Issues 



5.rv 



bas£4_wje P^OJEC T plan REPORT 






4.0 




t_& In traduction 

A. Project Overview — Provides an «*OUllvs -sumrnyiry that spec 
feasibility, justification, nesouroe requirements, and schedules, 
erf the protalu^ lhc environment m which the svstem is to be =im 
that affect the project are provided. 

Ek Rocorwr>wdHtiori— Frovidtes a symrnnr^ of important finrtngs 
reoom™nda1iona Far subsequent ac trvrtiaa.. 



the project's 3H]pt fc , 

iunally, a brief statement 
p4rjmrt.tn1ijd-. and constraints 





MTHfitrvoa — Pruwdtai -a 



rrf^ul in 




prcscntsibori of alterncLiiwv- sy-sEcm i^nfigucalions. 
a description d the selected oonticfjf-alian and a narrative of 
cd, und rftsUHant information. 

B ■ 





□ .□ Feasibility Assessment 







. - - 



ic Analysis — Provides sn economic justification Jar 

ides a discussion oF relevant technical ri 



syslem u 






‘ re and an overall 



n-sk r-y.iin!^ of lhc 

C. O-por-alional Analysis — Provides an analysis d tiuw Jhs proposed system solves business 
probtam^ or lake^ eJvsiilnj^e of business opportunism#:") addrlicn Ip an assessm^nl of how 
■DLrrent day-to-day actrviDea v- ii be changed by tha system.. 

D. Legal and CcnlractLd Ana^aj^-^Pnovides a daftoripliao of any Legal or LTontirfK’.iual risks, 
related bo the project (e.-g.. copynght or nondisclosure issues, dala capture or Irsnslemng, 
Md so on}. 

E. Folrfical Analysis — Provides a description c»1 how key stakeholders within the organization 
view the proposed systaiv i_ 

F_ Schedules, Timeline*, and Resource Analysis — Provides a description oi potential lime frame 
and con -iplahon da L-a sr^nah-ods using various i-eaouice Allegation schemas. 









v 




- 

mdes a 



of the team tnerhber roles 



-Management Issues 

A. resm CknntigurBrlPQn and Manageme 
■And repenting nstationships. 

B Communication Plan — Provides a descnption of the communication procedures to 
IcJlo-wed by mAn^g^ment, team memb& s, -And the ctistomar. 

C Project Standards and Procedures — Provides a descndJon of hew dalivei 
■“VAluated And accepted by tha ouslam*f , 

Ck Other Projecd-Specriic Topes — Provides a desenplicfi of any other relevant issues related to 
lha project ynooYwd durmg planning. 







Building the Baseline 

Project Plan 




ntroduction 

- Brief overview 

- Recommended course of action 



- Project scope definition 

• Units affected 

• Who inside and outside the organization would be involved 

• Interaction with other systems 

• Range of system capabilities 




Fine Valley Furniture Frepared b-y Jim Woo 

Statement cl Project Scope Date; September 13 p 3001 



Qepin^ral PTOjipCi Infarnialidh 
Project Name: 

SpDns 4 ar: 

Project MBnager: 



Cuslomer Tracking System 
Jackie Judson, VP ivlarkoling 
Jim Woo 



Protslem/Ooportusnilv Statement: 

Sales- growth has outpaced the marketing departmenl'a ability to aocuralely track and Forecast 
customer buying Irends. An impn/^d molhr^d fur performing this proci^ss must found n 
order to reach company objectives. 

PrPfnCl Objectives-: 

Ti^onaJoki the rnarketing department k> acCumt-dy Iraok and customer buying pa-ltorTv*. 

in order to better ae rv e oua tom era wilh Hie beat mix of products. This wil also enable F'-'F to 
identHy the proper application of produdion and material r 



Prefect Descrip-tion : 

A new irrformatKin system will be “constructed tha.1 will collect all customer purchasing acb¥wty 4 
suppcit display and reporting of fudea information, ayi^ecj ale data, and show lienda in under to 
assist marketing personnel in uiderslanding dynamic market conditions^ The project vril follow 
PVF’a ayfiLlema development fife cycle. 



Business Benefits: 

Improved understanding q4 customer buying patterns 
Impi cved utiliZiilii in of market ng and ftale^ personnel 
Improved utilization of p-noducticri and materials 



Project Deliverables: 

Customer Iracking system analysis and design 
Cuelomer treckirg system programs 
Customer Ir.iok i-g dooun-ientation 
“raining procedures 



Estimated Project Duration: 

5 months. 








Building the Baseline 

Project Plan 




• System Description 

- Outline of possible alternative solutions 

- Narrative format of selected solution 

• Feasibility Assessment 

- Project costs and benefits 

- Technical difficulties 

- High-level project schedules 

• Management Issues 

- Team composition 

- Communication plan 

- Project standards and procedures 

5.n - Other project-specific topics 



Reviewing the Baseline 

Project Plan 




Objectives 

- Assure conformity to organizational standards 

- All parties agree to continue with project 

Walkthrough 

- It is a peer group review 

• ensures that the work product adheres to 
organizational technical standards 

• reviews the work product in terms of future 
maintenance activities. 

• recommends required changes 



